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1.2

1.3

1.4

Research and development (R&D) and innovation assume a key role in
advancing S&T in a knowledge-based and innovation-driven economy. New
and/or cutting-edge technologies create new products/services that enhance
wealth creation and societal well-being for nations. At the same time, R&D
enhances national competitive advantage.

Realizing the importance of R&D and innovation, the Government has
initiated a competitive funding, the TechnoFund, to undertake pre-
commercialization of new and/or cutting edge technologies in the Ninth
Malaysia Plan (2006 — 2010).

TechnoFund is a competitive funding to undertake development of new
and/or cutting edge technologies in five (5) technology clusters -
Biotechnology, Information and Communication Technology (ICT), Industry,
Sea to Space, and S&T Core. These technologies must have the
commercial potential to create new businesses and generate economic
wealth for Malaysia.

The process may involve the following activities:
The acquisition of technology (foreign and/or local) ;

Up-scaling of laboratory prototype or development of commercial ready
prototype;

Development of pilot plant (pilot plant is used to generate information
about the behavior of the system or to provide valuable data in order to
reduce the risk associated with the construction of the full-scale plant.
Therefore pilot plant should be smaller than production scale plants and
based on the “rule of thumb”, the amount involved should not exceed
10 times at the lab scale);

Pre-clinical or clinical trials/field trials for demonstration and testing
purposes; and
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other words, TechnoFund serves as a bridging fund to address the

funding gap which exists between the earlier basic research stage and the
commercialization stage (as shown in the diagram below).
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2.1 TechnoFund aims to:

(@)

(b)

(€)

(d)

(f)

Stimulate the growth and successful innovation of Malaysian
technology-based enterprises by increasing their level of R&D and
commercialization;

Increase capability and capacity of Malaysian Government Research
Institutes (GRI) and Institutions of Higher Learning (IHL) to undertake
market driven R&D and to commercialize the R&D outputs through spin-
offs/ licensing;

Enhance global competitiveness and R&D culture among Malaysian
technology-based enterprises;

Increase contribution to Malaysia’'s GDP through economic wealth
creation and exports;

Foster greater collaboration between Malaysian enterprises and GRI /
IHL; and

To encourage institutions, local companies and inventors to capitalize
their intellectual work through patent registration.
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3.1. There are two types of funding:
(@) Type A : Pre-commercialization
Pre-commercialisation activities comprise development of pilot plant/up-
scaling of laboratory prototype or development of commercial ready
prototype/pre-clinical or clinical trials/field trials for demonstration and
testing purposes and not for commercial production purposes.
(b) Type B : IP Acquisition (Laboratory Scale)
Type B comprises acquisition of IP (academic/laboratory scale prototype)
from overseas or local sources and must be further developed to pre-
commercialization stage (Type A).
3.2. IGS, DAGS, IRPA-EAR, IRPA-PR, IRPA-SR, MGS, CRDF, and TAF ongoing
and funded projects are not eligible to apply.

In summary, double funding from Government sources for the same project
is not allowed.

4.1 Target Group

(a) Companies incorporated in Malaysia with minimum 51% equity held by
Malaysian;

(b) IHLs; and

(c) GRIs
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4.2. Collaboration
(a) Companies incorporated in Malaysia,

(i) Company applicants are encouraged to collaborate with one or
more GRI/IHL (public or private) or any industry partner(s) and
should jointly contribute to financial or non-financial resources to
the project;

(i)  Applicants must have mutual agreement or understanding with
collaborators prior to the signing of the TechnoFund Agreement
and to submit the agreement to MOST; and

(i) There shall be no changes or substitutions for the collaborator,
unless with the prior written approval of the Ministry.

(b) IHLs/ GRils;

() GRI/IHL applicants are encouraged to collaborate with industry
partner(s) to undertake joint collaboration. However, should there
be no collaborator(s), the applicant must seek the assistance from
the institution particularly in the business plan and must possess
and satisfy the committee on his capability to undertake and
complete the project;

(i)  Applicants are required to have mutual agreement or
understanding with collaborators prior to the signing of the
TechnoFund Agreement; and

(i)  There shall be no changes or substitutions for the Collaborator,
unless with the prior written approval of the Ministry.

4.3. Eligibility criteria

(a) Project Leader and the project team must be competent enough to
undertake the proposed project. The curriculum vitae and supporting
documents of the Project Leader and each project team member must
also be attested and submitted;
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(b) All categories of companies must have a minimum of 51% equity held
by Malaysians, except for IHLs and GRIs. Company applicant must
provide the attested latest Form 49 Companies Act 1965 together with
the latest Annual Report;

(c) Company entity/collaborator must also have minimum paid up capital in
cash of RM10,000.00 except for start-up and spin-off companies.
Company applicant must provide the attested latest Form 24 Companies
Act 1965; and

(d) None of the company directors or project team members have been
convicted for any fraudulent activities; or the company ever been into
bankruptcy, liquidation or receivership.

(e) The following cases are not eligible for funding under TechnoFund:

I.  Projects under the scope, responsibility or portfolio of certain
Ministry, Department or Agency other than MOSTI;

ii. Application Government Linked Companies (GLC) and their
Research Wings;

lii.  Application from Research Institutes with internal research funding
such as CESS Fund,

iv.  Application from large and established companies; and

v. Research in the field of Science Social.

4.4. Scope of Funding

The eligible expenditures are :

TYPE A:

Pilot Plant & Equipment (if applicable);

Clinical Trial / Field Trial (if applicable);

Commercial Ready Prototype;

IP Preparation and Registration in Malaysia only (excluding maintenance);
Market Testing of Commercial Ready Prototype;

Regulatory and Standards Compliance;

Contract Expenditure (contract experts, sub-contractor(s);

Expenditure of Services (market survey, consultancy and testing);
Certain equipments and tools may not be funded if technically it can be
shared among applicants or with other institutions;
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Feasibility studies; and
Marketing plan.

TYPE B:
Acquisition of IP;
Training (technology transfer);

4.6. Quantum of Funding

Quantum of Funding is up to a maximum of the total project cost or RM3
million whichever is lower based on merit of the case and reasonable
justification. For projects with IP Acquisition (Type B), funding is up to a
maximum of 100% of the total acquisition cost or RM2 million whichever is
lower. The total project cost should not exceed RM3 million based on merit
of the case and reasonable justification.

4.5. Project Duration

The maximum project duration allowed is up to a maximum of twenty-four
(24) months; and if involve IP acquisition, the duration of the project and
funding may be extended by another six(6) months.

5.1. Project proposals eligible for consideration must fall under any of the five (5)
technology clusters listed below:

I. Biotechnology;

i. ICT;

lii. Industry;

Ilv. Seato Space; and
v. S&T Core
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6.1. Approval of application takes into consideration, amongst others, the
following criteria:

I. The proposed project must be within the scope of TechnoFund as
specified in paragraph 4 above;

ii. Applicants must submit project proposals under one of the technology
clusters listed in paragraph 5;

lii. Able to demonstrate potential for commercialization of new and/or
cutting edge technologies;

iv. Applicants must belong to the relevant target group according to the type
of funding applied for;

v. Project teams should consist of qualified and competent members in
technical and commercialization aspects;

vi. Applicants should show proof of financial capability to finance any portion
of project cost not funded by TechnoFund;

vii. Project proposals must contain the following elements:-

a) Proposed project has potential economic benefit to Malaysia and
enhancement of Malaysia’s competitiveness.

b) Project objectives must be realistic and the methodology to be used
must be appropriate.

c) Project costs must be reasonable and justifiable taking into
consideration that the proposed activites are for pre-
commercialization stage only.

viii. Applicants must fulfill other conditions stipulated under the guidelines and
policies of TechnoFund.
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7.1

7.2

7.3.

7.4,

7.5

8.1

8.2

The TechnoFund agreement of approved projects will be signed between the
Government of Malaysia represented by MOSTI and the recipient entity
detailing the terms and conditions of funding. The agreement is to be signed
within 21 working days upon receipt of Letter of Acceptance from the
recipient.

Applicant is advised not to commence the project untii a
TechnoFund Agreement is duly signed and stamped. Any expenditure
incurred for work carried out prior to signing of the Agreement may not be
eligible for reimbursement.

Collaboration Agreement between the recipient entity and collaborator
applicants must be submitted to MOSTI. However, any costs incurred will not
be eligible for reimbursement.

Technology Transfer Agreement between the recipient entity and the
technology provider must be submitted to MOSTI prior to the execution of
TechnoFund Agreement.

The TechnoFund Agreement shall not be assigned in whole or in part by the
Entity without the prior written consent of the Government and the
Government has the absolute right to reject any application and such
decision shall be final.

Approved projects will be monitored, evaluated and supervised by agencies
or bodies appointed by MOSTI as Project Management Team (PMT).
Project owners shall be obliged to submit periodic reports (including
milestones and financial reports) and documents as specified in the
TechnoFund Agreement.

Periodic visit will be conducted by the Project Monitoring Team
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9.1.

9.2.

9.3.

9.4

9.5

Payment will be made in stages. The initial payment will be disbursed
upon execution of the agreement, and the subsequent payments will be
disbursed on milestones achieved upon completion of due diligence exercise
by PMT.

The up-front payment should be strictly used to cover expenses in order to
achieve the first milestone.

Payment through the collaborator (for procurement of equipment ONLY) may
be made upon receipt of endorsement from both parties (collaborator and
recipient entity).

Purchasing procedures

I. Grant recipients must submit quotations or substantial proof for any
purchase or acquirement of services such as Consultancy Services;

ii. Purchase of items or acquirement of services which costs more than
RM100,000.00 should be accompanied by 3 or more quotations or
substantial proof.

lii. Purchase of items or acquirement of services may not be broken down
into parts to avoid para 9.4(ii).

Iv. Purchase of items or acquirement of services should not be from the
same vendor (fairness in dealings and benefit to various vendors);

v. Purchase or acquirement of services from within the recipient’s
companyl/institution, subsidiaries or associated companies is not allowed.

vi. Projects involving IT facilities except ICT Cluster projects are not allowed
to purchase more than 1 pc or laptop.

Recruitment
I. Only Research Assistants (RA) are allowed to be recruited
ii. Only IHL and GRI are allowed to recruit RA
lii. Recruitment of RA must abide to the salary rate as follows:
a) Degree : RM2,300.00 only
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9.7

10.1.

10.2

111

12.1

12.2

12.3

b) Master : RM2,500.00 only
c) PhD : RM2,800.00 only

Virement (transfer of allocations) of grants awarded are not allowed to be
executed either from one project to another or from one company to another.

IP rights may belong to the Government or the recipient entity or joint-
ownership by both parties as being specified in the TechnoFund agreement.

End product developed under TechnoFund is encouraged to be patented
and registered for Intellectual Property Rights. Successful registration is to
be informed to the TechnoFund Secretariat.

The recipient shall submit to MOSTI an End of Project Report within three (3)
months after project completion upon which a Project Completion Certificate
will be issued after verification by MOSTI.

Subject to MOSTI’s discretion, grant approval can be withdrawn should any
of the following arises:

I. Any false information provided by the recipient

ii. Change of grant recipient entity

lii. Change of Principal Researcher of the project

The Government reserves the right at any time to suspend or withdraw
any grant approval(s) or payments if such suspension or withdrawal is
necessary for national interest, in the interest of national security,
or for the purpose of Government policy or public policy.

The government shall claim against the entity for any damages suffered as a
result of any defaults by the entity.
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13.1

13.2

13.3

13.4

13.5

13.6
13.7

13.8

Application is open throughout the year and can be submitted during office
hours. The proposal will be vetted technically and commercially before
decision can be made.

Applicants can browse http://www.mosti.gov.my for further information
and download the latest version of the application forms, guidelines for
applicant and list of sub-cluster for TechnoFund.

GRI and |[IHL applicants must submit applications through their
respective Research Management Centre (RMC) for vetting and
recommendations, failing which the application will be automatically rejected.

Complete applications shall be acknowledged and assigned a reference
number upon submission. Incomplete or ineligible applications will not be
forwarded for evaluation.

MOSTI reserves the right not to process the application if it is found that any
information provided is falsified.

Each applicant will only be entitled to one grant approval at a time.

Ethical approval must be submitted with the application where needed.
All applications/enquiries pertaining to TechnoFund should be directed to:

TechnoFund Secretariat,

Fund Management Unit,

Strategic Planning Section,

Ministry of Science, Technology and Innovation (MOSTI)
Level 3, Block C5, Complex C,

Federal Government Administrative Centre,

62662 PUTRAJAYA

Tel (Hotline): 03 - 8885 8848 / 8851

Fax: 03 — 8889 2994
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